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POLAND: KEY ECONOMIC INDICATORS 
(in millions of dollars, except where noted) 


1978 1979 1980 1981 
Foreign Trade 
Foreign Trade paisace ‘?” -1,866 -1,279 -1,892 -2,042 


Exports (Total) 13,471 16,426 17,190 13,182 
Imports (Total) 15,337 17,705 19,082 15,224 


With nosibeiminict 
Countries: Balance -1,780 -1,595 


Exports 6,430 
Imports 8,140 
With the United states ‘2? 
Exports to United 
States 426.5 219.0 
Imports from United 
States 786.3 128.9 
(of which manu- 
factured goods) 92 37.4 
(approx. ) 


-359.8 91.0 


OTHER ECONOMIC rnprcarors ‘>? 


Total 


National Income 4753.0 
billion zloty (4) 
Steel Production 14.8 
million tons 
Car Production 229,000 
Electric Power Production * : 118 
billion KWH 
Cement Production 16.0 
million tons 
Coal Production 189 
million tons 
Savings Deposits 866.9 
billion zloties 
Investment 819.0 
billion zloties 
Retail Sales 2,689.8 
billion zloties 
Cost of Living Indicator 
(1970=100) -- 156.5 194.7 389.8 


Sources: (1) Statistical Bulletin, Main Statistical Office (GUS), April 1282; 
(2) Statistical Bulletin, Main Statistical Office (GUS), February 1982; 
(3) Statistical Annual (Brief) 1983, GUS 


wit) Orgs National tacone bezducs} en 1QSA SH ee PAHs zloties to dollars, 1982 Polish 
trade with socialist countries was converted to rubles first and then to dollars, The 
rates of exchange used for 1982 were: zl. 68 = R1.00; zl. 85 = U.S. $1.00; and 

U.S. $1.3661 = R 1.00. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Polish national income dropped eight percent in 1982, marking 
the fourth consecutive year of decline. In comparison to 1978, 
national income in 1982 was down 25 percent. The decline in 
1982 national income distributed, 12 percent compared to 1981, 
was even greater due to increased exports, decreased imports, 
and the first trade surplus in years. Capital spending dropped 
19 percent in constant prices compared to 1981, and it is down 
48 percent compared to the 1979 level. Industrial production 
sold dropped two percent in 1982 compared to 1981. This was 
the third consecutive year of decline. Net industrial produc- 
tion was down six percent. The extractive sector registered 
an eleven percent increase in production sold due primarily 

to the extension of the workweek to include Saturday under 
martial law rule. Production sold in the manufacturing sector 
was down three percent. 


Performance during the first half of 1983 is also not 
encouraging. Industrial production sold, after increasing 
steadily between August and December 1982, has been down 
each month through May 1983. The rate of increase in growth 
of production in the extractive sector has been checked by 
the upper ceiling on work days as the Government could not 
realistically consider imposition of a seven day workweek 

on miners. Sold production in the manufacturing/processing 
sector is up compared to the first half of 1982. However, 
the first half of 1982 is an extremely poor period for 
comparison due to the severe economic and social disruptions 
brought about by the imposition of martial law at the beginning 
of the period. Compared to the same 1979 period, performance 
so far this year has been poor. 


During this entire period, the Government's public economic 
policy continued to be one of reform. The major focus, howeyer, 
has been placed on measures aimed at stabilization of the 
economy directed from the center. These measures have taken 
various forms. The 14 “operational programs" put in place by 
the government in December 1981 to insure the supply of basic 
production inputs to critical sectors of the economy were 
reduced to six in December 1982. The six remaining programs 
cover road and rail transport, production inputs for agri- 
culture and the food economy, supplies for health care services, 
clothing production, footwear production, and production of 
work clothes and personal work safety devices. A new system 

of “government orders" was introduced simultaneously to insure 
that needed goods were produced by industry. Under this system, 
the Government has listed certain essential goods that must be 
produced. Enterprises bid on government production contracts 
and, as part of the contract award, are assured production 
inputs to complete the job. These "orders" fill in most of the 
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hole in the resource allocation net left by the abolition 

of the eight operational programs. Finally, certain sectors 
of the economy are considered "protected areas," such as coal 
mining or defense related industries and are given prefer- 
ential treatment in resource allocation. At the same time, 
the Government is maintaining strict control of producer, 
wholesale, and retail prices in an attempt to keep costs down. 
Subsidization, especially of the production of food and 
energy, continues to be widespread. 


Against this background, the Government has been discussing 
methods to improve the reformed economic system. While there 
has been little in the form of concrete proposals so far, 
some action is expected in this area during the summer and 
fall of this year. Based on preliminary indications, these 
changes are more likely to stifle market-oriented activities 
than to encourage them. 


WAGES, INCOMES, SHORTAGES: The average monthly wage in the 
socialized sector increased by 50.7 percent in 1982. The 
cost of living for a worker's family increased 100.2 percent, 
and real income declined about 20 percent. Retail sales, in 
constant prices, were down 17 percent in 1982 compared to 
1981. Personal savings, on the other hand, reached 1,444.7 
billion zloties at the end of 1982: 880.6 billion were held 
in banks (up 29.8 percent over 1981), and 564.1 billion were 
held in cash (up 52.2 percent over 1981). The trend has 
continued in each of these indicators through the first 

half of 1983, except that retail sales, in constant prices, 
has reportedly improved marginally during the period. The 
government is attempting to reverse the unfavorable develop- 
ments noted above by keying wage increases to increases in 
production and keeping the lid on price increases by price 
fixing. So far, there has been little success in linking 
wages and production: the former continue to rise as the 
latter stagnates. However, the government has had some 
success in the setting of prices. This success is being 
achieved at the expense of complete implementation of the 
three major economic reform principles: the enterprises’ 
rights to self-management and self-financing are usurped by 
the state, belying any enterprise independence. Endemic 
shortages of goods continue, although the regime has had 
limited success in increasing production of basic goods by 
diverting scarce production inputs from other, less critical 
areas. Some improvement may result in 1983 since Poland has 
obtained limited access to commercial trade credits to purchase 
needed inputs from the West. This access, however, is one of 
the terms of the 1982 debt rescheduling agreement Poland signed 
with Western bankers, and it is designed to increase hard 
currency export earnings so that Poland may more readily service 
its debt. Thus, domestic market goods production is unlikely 
to benefit significantly from the increased imports financed 
by these credits. 
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FOREIGN TRADE: Poland's foreign trade turnover in 1982 amounted 
to $30.2 billion, an increase of six percent over 1981. In 
constant prices, Polish exports grew 9.4 percent while imports 
shrank 15.6 percent. The improved export performance was due 

in large part to increased Polish sales of fuels and energy 

up 65.3 percent (hard coal exports alone were up 95 percent) 

in current prices compared to 1981. The hardest hit categories 
for imports were food and agricultural products, down 32.1 
percent and 39.8 percent respectively from the 1981 level. 
Poland registered an overall trade surplus in 1982 for the 

first time in-many years. The surplus amounted to approximately 
$633 million. Poland's exports to communist countries increased 
32 percent to $10.2 billion, while imports increased 12 percent. 
The trade deficit with the East was about $807 million, almost 
two-thirds less than the 1981 level. 


Poland's exports to non-communist countries decreased 4.3 
percent to $5.2 billion and imports decreased 30 percent to 
$3.8 billion compared to 1981. As a result, Poland registered 
a $1.4 billion trade surplus with non-communist countries. 
U.S./Polish trade hit its lowest level in years, partly 
because the United States stopped providing credits to Poland 
to purchase grain. Poland was able to register a surplus 

of $91 million in trade with the U.S. in 1982. Polish exports 
to the United States came to $219.9 million while Polish 
imports from the United States amounted to $128.9 million. 


So far in 1983, Poland has been increasing its exports to 
communist countries and increasing its imports from non- 
communist countries. The former is undoubtedly due to 
pressure on Poland by its communist trading partners to make 
good past commitments and meet present ones. The latter is 
a result of the 1982 debt rescheduling agreement discussed 
above and, ideally, should lead to increased exports to the 
West during the second half of the year. 


COMMODITY COMPOSITION OF TRADE: Coal exports are traditionally 
Poland's principal hard currency earner. Exports of coal 
increased substantially in 1982 to 28.5 million tons versus 
15.2 million tons in 1981. However, they have not yet 
returned to the pre-crisis, 1979 level of 41 million tons. 

Meat exports are down dramatically from 80,294 tons in 1980 

to 33,702 tons in 1982. Exports of textiles and good products 
are also well below pre-crisis levels. 


On the import side, Poland has managed to maintain a steady 
level of crude petroleum inflow from the Soviet Union (approx- 
imately 13 million tons) despite Soviet cutbacks in deliveries 
to other CMEA states. Polish imports of agricultural 





products and food are way down (see above) as a result of 

the unavailability of credit. The de-emphasis of investment 
projects and lack of credit have dampened demand for electro- 
machine sector imports as well. 


BALANCE OF PAYMENTS: The Polish balance of payments situation 
is precarious. Western government and private creditors 
agreed to reschedule Polish obligations due in 1981. In 

1982, however, Western governments refused to enter debt 
rescheduling negotiations with Poland in response to the 
imposition of martial law. Rather, these governments 

insisted that Poland meet its obligations as they became due. 
Poland has failed to do so. Western bankers did agree to 
reschedule Poland's 1982 obligations due them and, additionally, 
agreed to extend short-term, renewable trade credits to Poland 
in an amount equal to half the interest Poland paid to the 
bankers. As of the end of June 1983, governments continue 

to maintain their position vis-a-vis rescheduling. Priyate 
bankers are negotiating a 1983 agreement with the Poles that 
could ultimately address 1984 and 1985 obligations as well. 

In any case, Poland maintains that, absent a comprehensive 
rescheduling of debt coupled with the extension of new credits, 
it will remain deeply in debt without any chance of meeting 

its financial obligations. 


IMPLICATIONS FOR U.S. BUSINESS 


In the face of continuing economic crisis and political tensions 
in Poland, there has been little relief from the now familiar 
constraints on doing business in Poland. Even under these 
difficult conditions, the Polish market place still is very 
much alive, however. Though Poland's food and agricultural 
imports from the West have fallen sharply in the past two 
years and there is little prospect for major projects, signif- 
icant hard currency remains available for critical purchases 
from the West such as raw materials, components, spare parts, 
and varied imports for industrial production, especially those 
which fuel Poland's export industries. Poland continues to 
give preference in allocation of scarce cash to priority 
sectors--chemicals, especially agricultural (fertilizers and 
plant protection agents), pharmaceuticals and medical instru- 
ments, among others. According to U.S. Department of Commerce 
statistics, U.S. non-agricultural exports to Poland actually 
increased in 1982 over 1981, though this trade volume is below 
the levels of the late seventies. Polish officials are 
projecting increased purchases from the industrialized West 
again in 1983, and U.S. firms specializing in those areas 
accorded priority by Polish Government planners may uncover 
significant sales opportunities. 
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The drastic slowdown of Polish imports of investment-related 
goods, begun in 1981, remains in effect, and, as of mid-1983, 
a long-awaited liberalized joint-venture law still has not 
emerged from the Polish Parliament. American investors have 
had some success, nevertheless, in so-called "Polonian” 

small business enterprises. Sizeable new trade or investment 
outside established channels is unlikely to expand in the 
short term. 


The most serious impediment to increased business actiyity 
remains the acute credit shortage brought on by Poland's 
credit crisis and Western government sanctions imposed in 
response to the imposition of martial law. If genuine 
progress can be made in economic reform and new Western 
credits again become available, Poland might regain its 
former position as an attractive market for U.S. exporters, 
as it possesses huge unsatisfied demand for a variety of 
products. Absent economic recovery and favorable internal 
and external political developments, the business climate 
will remain cool and new opportunities in the Polish market 
will be very limited. 


* U.S. GOVERNMENT PRINTING OFFICE: 1983-38 1-007:543 








